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UNIVERSITY OF NEW ORLEANS 
LOUISIANA STATE UNIVERSITY SYSTEM 
STATE OF LOUISIANA 
New Orleans, Louisiana 
 
As part of our audit of the Louisiana State University System's financial statements for the year 
ended June 30, 2006, we considered the University of New Orleans’ internal control over 
financial reporting; we examined evidence supporting certain accounts and balances material to 
the System's financial statements; and we tested the university’s compliance with laws and 
regulations that could have a direct and material effect on the System’s financial statements as 
required by Government Auditing Standards.  In addition, we considered the University of New 
Orleans’ internal control over compliance with requirements that could have a direct and 
material effect on a major federal program, as defined in the Single Audit of the State of 
Louisiana, and we tested the university’s compliance with laws and regulations that could have a 
direct and material effect on the major federal programs as required by U.S. Office of 
Management and Budget (OMB) Circular A-133. 
 
The annual financial information provided to the Louisiana State University System by the 
University of New Orleans was not audited or reviewed by us, and, accordingly, we do not 
express an opinion on that financial information.  The university’s accounts are an integral part 
of the Louisiana State University System’s financial statements, upon which the Louisiana 
Legislative Auditor expresses opinions. 
 
In our prior management letter on the University of New Orleans for the year ended June 30, 
2005, we reported a finding relating to the deficiency in disaster recovery plan.  That finding has 
been substantially resolved by management. 
 
Based on the application of the procedures referred to previously, all significant findings are 
included in this letter for management's consideration.  All findings included in this management 
letter that are required to be reported by Government Auditing Standards will also be included in 
the State of Louisiana's Single Audit Report for the year ended June 30, 2006. 

 
Missing/Stolen Movable Property 
 
The University of New Orleans (UNO) failed to maintain adequate control over movable 
property and did not follow its property control operating procedures.  In addition, UNO 
management did not notify the district attorney and legislative auditor of thefts 
immediately as required by law.  Good internal control requires that adequate control 
procedures be in place to ensure that movable property is properly safeguarded against 
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losses arising from unauthorized use or theft. UNO’s property control operating 
procedures state, in part, that the university department heads are responsible for all 
movable equipment within their departments. The department equipment custodian will 
report immediately to property control any items that are transferred to another 
department, lost, stolen, traded in, or are no longer needed by the department by 
completing the “Property Transfers” form or the “Property Deletion Request.”  In 
addition, Louisiana Revised Statute (R.S.) 24:523 states, “An agency head of an auditee 
who has actual knowledge of any misappropriation of public funds or assets of his agency 
shall immediately notify, in writing, the legislative auditor and the district attorney of the 
parish in which the agency is domiciled of such misappropriation.” 
 
UNO’s management did not enforce its existing property control and operating 
procedures, in large part because of the damage and staff disruptions caused by Hurricane 
Katrina.  The university reported 1,225 items of movable property as missing/stolen with 
a total value of $3,183,708 in the current fiscal year.  The items of movable property 
reported stolen consisted of approximately: 
 

 113 computers 

 19 video projectors 

 20 digital cameras/camcorders 

 7-42” plasma displays 

 11 flat screen monitors 

 1 Aerostar minivan 

 Various other movable property items 

Many of the items of movable property reported missing/stolen were not reported to the 
appropriate level of university management by the department heads or other responsible 
university employees for up to six months after the department head or other responsible 
university employee determined that the event had occurred.  As a result of the 
devastation caused by Hurricane Katrina, the university received an exemption from the 
Louisiana Property Assistance Agency from taking the movable property inventory, 
which would normally have been performed in May 2006.  However, the university 
completed an inventory in September 2006 to determine items of movable property 
missing/stolen as indicated above.  
 
Failure to enforce existing policies and procedures subjects the university’s movable 
property to increased risk of loss arising from unauthorized use or theft.  Because of the 
untimely notification by department heads or other responsible university employees to 
university management of stolen or missing property, the investigation and recovery 
effort was impaired and subjects management to noncompliance with R.S. 24:523.  
Furthermore, because of the nature of services provided by the university, the risk exists 
that sensitive information could be improperly recovered from the missing computers 
and/or computer-related equipment. 
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UNO’s management should strengthen internal controls to safeguard its movable 
property and enforce its existing policies and procedures regarding property custodian 
responsibility for the immediate reporting to the appropriate levels of management and to 
the UNO Police Department of property that is missing or stolen to ensure that 
appropriate recovery action and compliance requirements are met.  Management 
concurred with the finding and recommendation and outlined a plan of corrective action 
(see Appendix A, pages 1-3). 
 
Overpayment of Terminated Employees 
 
The UNO internal audit department reported that the university made possible 
overpayments totaling $351,351 to employees after their official termination date and the 
overpayments have not been recouped.  The university policies and procedures state that 
department supervisors should notify the university’s human resources department 
immediately upon an employee’s termination. Article VII, Section 14 of the Louisiana 
Constitution of 1974 prohibits the funds of the state or any political subdivision to be 
loaned, pledged, or donated to or for any person, association, or corporation, public or 
private.  R.S. 42:460 provides the university the ability to develop rules to recoup 
overpayments made to state employees.   
 
These overpayments occurred because the terminated employees’ supervisors did not 
follow established procedures to notify human resources in a timely manner so that the 
employees would be terminated in the PeopleSoft-Human Resources system.  In addition, 
even though the department requires employees to complete a time sheet or time 
certification to document time and attendance that is approved by the employee’s 
immediate supervisor, the department is not ensuring that there is an approved time sheet 
for all employees scheduled to receive a paycheck. 
 
As a result, the university continued to pay certain employees after they had terminated 
employment with the university, according to the UNO’s internal audit department.  
Also, because the overpayments to terminated employees are interest free with no 
collateral, it appears the university violated Article VII, Section 14 of the Louisiana 
Constitution. 
 
Management should emphasize and enforce its policy that department supervisors notify 
the university’s human resources department immediately upon an employee’s 
termination and should establish procedures to verify that all employees scheduled to be 
paid have submitted a completed, approved time sheet or time certification.  In addition, 
management should be diligent in recovering overpayments from the terminated 
employees.  Management concurred in part with the finding and recommendation and 
outlined a plan of corrective action (see Appendix A, pages 4-5). 
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Inadequate Controls Over Time Sheet Approvals 
 
The UNO payroll department did not generate time certifications for academic and fiscal 
employees during the period following Hurricane Katrina from August 16, 2005, through 
June 15, 2006, to ensure that hours worked corresponded with the conditions of 
employees’ appointments.  In addition, classified employees were not required to submit 
approved time sheets to the payroll department during the period from August 16, 2005, 
through January 3, 2006, unless leave was taken.  UNO’s procedure regarding payroll 
certification and approval states that supervisors must sign the certification form and 
return the completed form to the payroll department within five days of the receipt of the 
form for those employees to receive their paychecks.  In addition, good internal control 
would require that the payroll department obtain approvals/certifications of hours worked 
to ensure that financial data are authorized and accurate before recording and processing 
payments to employees. 
 
Certain payroll procedures were suspended after the hurricane.  According to UNO 
management, the time certification suspension was due to lack of available computer 
processes, displaced employees, and the relocation of the payroll office to Baton Rouge. 
 
The lack of adequate controls to generate and approve time certifications for academic 
and fiscal employees and to submit approved time sheets for classified employees 
increases the risk that errors and/or fraud could occur related to hours worked, leave 
taken, pay status, and payments after termination, which may not be detected in a timely 
manner. 
 
The university should follow and enforce its established procedure regarding payroll time 
certification and submission of approved time sheets to the payroll department by 
university employees.  Management concurred with the finding and recommendation and 
outlined a plan of corrective action (see Appendix A, page 6). 
 
Inadequate Support and Untimely Reimbursement Requests  
 
UNO did not maintain adequate supporting documentation for federally funded 
programs.  In addition, invoices to request reimbursements from grantor agencies for 
expenditures were not submitted timely according to the requirements in the grant 
agreements.  OMB Circular A-133, Subpart C, Section 300(b), requires UNO to establish 
internal controls over federally funded programs to provide reasonable assurance that 
UNO is managing federal awards in compliance with grant provisions.  Proper 
administration would include controls to ensure that expenditures are properly calculated, 
supported by adequate documentation, and reimbursements are requested timely.  
 
UNO’s grants and contracts department calculated expenditures to be reimbursed 
cumulatively, not according to the time period and amount of specific invoices. 
Therefore, it could not be determined if expenditures for which the university was 
requesting reimbursement were supported by invoices applicable to program 
expenditures and whether those expenditures were allowable.   
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Our tests of UNO’s compliance with federal program requirements revealed the 
following deficiencies: 
 

Research and Development Direct Funds 
 

 For Basic and Applied Scientific Research (CFDA 12.300), the agreement 
states that UNO will submit quarterly federal cash transaction reports 
(invoices).  Two out of two revenue transactions tested that were traced to 
the invoice and tested were submitted untimely.  The invoice, which 
should have included both transactions, was due by October 15, 2005, but 
it was not submitted until November 22, 2005 (38 days late).  Also, we 
could not obtain a listing of expenses that corresponded with the Federal 
Cash Transaction Reports (reimbursement requests) and the Financial 
Status reports.  For four of the six reports tested we could not trace actual 
expenses to the requests for reimbursement, which resulted in a 67% error 
rate. 

 For Mathematical and Physical Sciences (CFDA 47.049), UNO’s grants 
and contracts department could not provide support for expenses, which 
resulted in a 100% error rate. 

 For Biological Sciences (CFDA 47.074), UNO’s grants and contracts 
department could not provide support for expenses, which resulted in a 
100% error rate.  

Research and Development - Subrecipient Funds 
 

 For Aerospace Education Services (CFDA 43.001), the agreement states 
that UNO will submit two monthly and four quarterly invoices to the 
Board of Regents.  Two out of two revenue transactions tested that were 
traced to the invoice and included expense transactions were submitted 
untimely and invoiced during the incorrect period.  The first transaction 
was submitted November 7, 2005 (23 days late).  The second invoice was 
submitted March 20, 2006 (5 days late).   

 For National Center for Research Resources (CFDA 93.389), the 
agreement states that UNO will submit monthly invoices to Louisiana 
State University.  We tested one revenue transaction for which an invoice 
was applicable.  This invoice was not submitted until December 31, 2005, 
and included nine months of expenditures.  Therefore, the expenditures 
included on the invoice were submitted from one month to 10 months late.   

 For Center for Hazards Assessment, Response and Technology (CHART) 
(CFDA 97.039), the agreement states that requests for reimbursements are 
to be submitted to Louisiana Homeland Security/Emergency Preparedness 
office on the first day of each federal quarter (October 1, January 1, 
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April 1, and July 1).  Untimely requests for reimbursements for three of 
three invoices tested were submitted from nine days to six months late. 

Subrecipient Funds 
 

 For Rehabilitation Services - Vocational Rehabilitation Grants to States 
(CFDA 84.126), the agreement states that UNO will submit monthly 
invoices to Louisiana Rehabilitation Services.  We obtained the 
reimbursement request for all 12 months of the fiscal year to test for 
timely submission of the requests.  We noted that five of the 12 requests 
for reimbursement were not submitted timely according to the grant 
agreement.  Two were submitted one month late; two were submitted two 
months late; and one was submitted three months late.  The untimely 
submission of the requests resulted in a 42% error rate. 

 For Special Education - Grants to States (CFDA 84.027), the agreement 
states that requests for reimbursements are to be submitted to Louisiana 
Department of Education by the 15th of the month following the request 
period. We selected eight revenue transactions to test.  For five of the 
eight transactions tested, the reimbursement request was submitted from 
two days to four months late.  

Management of UNO failed to comply with regulations and contractual agreements under 
federally funded programs and was unable to provide assurance that expenditures were 
properly calculated, supported by adequate documentation, and requested timely for 
reimbursement.  Therefore, the program costs for the following programs are questioned:  
 

Research and Development Direct Funds: 
 

CFDA 12.300 - Basic and Applied Scientific Research $369,816 
CFDA 47.049 - Mathematical and Physical Sciences     89,396 
CFDA 47.074 - Biological Sciences        41,359 

 
UNO’s management should ensure that adequate documentation is maintained to support 
the accuracy of expenditures included in reimbursement requests under federally funded 
programs.  In addition, management should ensure that invoices are submitted timely 
according to the requirements in the agreements for federally funded programs.  
Management concurred in part with the finding and recommendation and outlined a plan 
of corrective action (see Appendix A, page 7). 
 
Lack of Employee Leave Documentation 
 
The UNO human resources department did not have adequate internal controls to ensure 
that leave earnings, for those employees returning from sabbatical leave, continued to 
accrue in PeopleSoft when the employees’ pay basis changed from sabbatical leave to 
active employment.  As a result, sick leave did not accrue for seven of 28 (25%) 
employees tested.  In addition, the human resources department did not record leave for 
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Charter School employees in PeopleSoft nor could it provide documentation of leave 
earned and/or taken by Charter School employees as well as written documentation 
stating type of leave earned and rate of leave earnings. 
 
Management did not implement effective internal controls over the identification of those 
employees with a change in pay basis and failed to place sufficient emphasis on 
maintaining and recording leave for Charter School employees.  As a result, the risk of 
reporting financial data that are not accurately and completely recorded, processed, and 
summarized increased. 
 
The UNO human resources department should establish adequate internal controls and 
written procedures to ensure that documentation is maintained for active employees’ 
leave accruals for reporting in the financial statements.  UNO should also establish leave 
tracking in PeopleSoft for Charter School employees and maintain written documentation 
of the type of leave accrued and rate of leave accruals.  Management concurred with the 
finding and recommendation and outlined a plan of corrective action (see Appendix A, 
pages 8-9). 
 
Inadequate Subrecipient Monitoring 
 
UNO did not adequately monitor subrecipients of the Research and Development Cluster 
[Habitat Conservation Program (CFDA 11.463) and Research and Technology 
Development Program (CFDA 12.910)] for compliance with federal laws and 
regulations.  OMB Circular A-133 requires that a pass-through entity be responsible for 
(1) award identification to the subrecipient at the time of the award; (2) monitoring the 
subrecipients’ use of the federal awards through reporting, site visits, regular contacts, 
et cetera; (3) ensuring that subrecipients that expend more than $500,000 meet the audit 
requirements of OMB Circular A-133; and (4) evaluating the impact of subrecipient 
activities on the pass-through entity’s ability to comply with applicable federal 
regulations.   
 
Our test of five subrecipients’ progress reports disclosed the following: 
 

 No documentation was provided to show that UNO had monitored all of 
the applicable compliance requirements. 

 No evidence existed of review and approval of the progress reports by 
UNO. 

 No documentation of subrecipient site visits was provided. 

 Two of the five subrecipients tested received pass-through funds of over 
$500,000.  No documentation was provided that these subrecipients met 
their audit requirements under OMB Circular A-133. 
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Management has not ensured that its staff is performing and documenting subrecipient 
monitoring.  Failure to monitor subrecipients and document subrecipient reviews 
increases the risk of noncompliance with federal laws and regulations applicable to the 
Research and Development Cluster programs and increases the risk that funds may not be 
expended in accordance with program requirements.  As a result, the program costs of 
$1,610,003 are questioned. 
 
UNO’s management should ensure that all monitoring reviews of subrecipients are 
adequately documented to ensure compliance with the Research and Development 
Cluster requirements and OMB Circular A-133.  Management concurred with the finding 
and recommendation and outlined a plan of corrective action (see Appendix A, pages 
10-11). 
 
Inadequate Federal Grant Records 
 
The UNO grants and contracts department has not maintained adequate internal controls 
over grant records to ensure that all federally funded programs that are in the university’s 
accounting system are identified.  OMB Circular A-110 requires that recipients’ financial 
management systems shall provide records that identify adequately the source and 
application of funds for federally sponsored activities and also provide effective control 
over and accountability for all funds, property, and other assets.  OMB Circular A-133 
requires that it is the responsibility of the university to identify in its accounts, all federal 
awards received and expended and the federal programs under which they were received.   
 
UNO did not maintain an ongoing comprehensive inventory of all federal awards 
received from pass-through sources and there was no distinction to clearly identify each 
pass-through award as either a vendor or subrecipient relationship.  In addition, UNO’s 
grants and contracts department did not provide identification of a complete listing of 
federal direct awards that are reported in the accounting system.  The listing provided 
only included those federal direct awards that assessed indirect cost.  
 
Failure by UNO’s management to maintain a comprehensive inventory of all federal 
awards and to clearly identify all federally funded programs subjects UNO to 
noncompliance with federal program requirements.  
 
UNO management should effectively implement policies and procedures to ensure that 
all federally funded programs from pass-through sources and direct federal awards are 
properly identified in the accounting and reporting systems.  Management concurred with 
the finding and recommendation and outlined a plan of corrective action (see Appendix 
A, page 12). 

 
The recommendations in this letter represent, in our judgment, those most likely to bring about 
beneficial improvements to the operations of the university.  The varying nature of the 
recommendations, their implementation costs, and their potential impact on the operations of the 
university should be considered in reaching decisions on courses of action.  Findings relating to 
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the university’s compliance with applicable laws and regulations should be addressed 
immediately by management. 
 
This letter is intended for the information and use of the university and its management and is 
not intended to be, and should not be, used by anyone other than these specified parties.  Under 
Louisiana Revised Statute 24:513, this letter is a public document, and it has been distributed to 
appropriate public officials. 
 

Respectfully submitted, 
 
 
 
Steve J. Theriot, CPA 
Legislative Auditor 

 
EE:JR:PEP:dl 
 
UNO06 
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